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MANAGEMENT’S DISCUSSION AND ANALYSIS



City of Allegan
MANAGEMENT’'S DISCUSSION AND ANALYSIS

Our discussion and analysis of the City of Allegan’s (the City) financial performance provides a narrative
overview of the City's financial activities for the fiscal year ended June 30, 2006. Please read it in
conjunction with the City’s financial statements.

FINANCIAL HIGHLIGHTS

» The City's total net assets increased by $1,297,517 (7 percent) as a result of this year's activities.
Net assets of the governmental activities increased by $1, 116 920, whereas net assets of the
business-type activities increased by $180,597.

» Ofthe $20,682,731 total net assets reported, $2,553,041 (12 percent) is unrestricted, or available to
be used at the Council’s discretion.

» The General Fund’'s unreserved, undesignated fund balance at the end of the fiscal year was

$1,391,787 which represents 42 percent of the actual total General Fund expenditures for the
current fiscal year.

Overview of the financial statements

The City's basic financial statements are comprised of four parts: management's discussion and analysis,
the basic financial statements, required supplementary information, and an optional section that presents
combining statements for nonmajor governmental funds and internal service funds, as well as additional
information. The basic financial statements include two kinds of statements that present different views of
the City:

» The first two statements are government-wide financial statements that provide both long-term and
short-term information about the City's overall financial status.
* The remaining statements are fund financial statements that focus on individual parts of the City,
reporting the City’s operations in more detail than the government-wide financial statements.
o Governmental fund statements explain how general government services, like public safety,
were financed in the short-term, as well as what balance remains for future spending.
o Proprietary fund statements offer short- and long-term financial information about the
activities the government operates like a business, such as the sewer and water systems.
o Fiduciary fund statements provide information about the financial relationships in which the
City acts solely as a trustee or agent for the benefit of others to whom the resources in
question belong.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The financial statements are followed by a section of required
supplementary information that further explains and supports the information in the financial statements.



City of Allegan
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Government-wide financial statements

The government-wide financial statements report information about the City as a whole using accounting
methods similar to those used by private-sector companies. The statement of net assets includes all of
the City’s assets and liabilities. All of the current year's revenues and expenses are accounted for in the
statement of activities, regardless of when cash is received or paid.

The two government-wide statements report the City’s net assets and how they have changed. Net
assets (the difference between the City’s assets and liabilities) is one way to measure the City’s financial
health, or position.

* Qver time, increases or decreases in the City's net assets are an indicator of whether its financial
heaith is improving or deteriorating, respectively.
e To assess the overall health of the City, you need to consider additional nonfinancial factors such as
~ changes in the City’s property tax base and the condition of the City’s capital assets.

The government-wide financial statements are divided into three categories:

» Governmental activities - Most of the City’'s basic services are included here, such as police
protection, fire protection, library, and general government. Property taxes and state grants finance
most of these activities.

» Business-type activities - The City charges fees to customers to help it cover the costs of certain
services it provides. The City's sewer and water systems are reported here.

e Component units - The City includes two other entities in its report - the Downtown Development
Authority and the Brownfield Development Authority. Although legally separate, these “component
units” are important because the City is financially accountable for them.

Fund financial statements

The fund financial statements provide more detailed information about the City's most significant funds -
not the City as a whole. Funds are accounting devices that the City uses to keep track of specific sources
of funding and spending for particular purposes.

» Some funds are required by state law and by bond agreements.

» The City Council establishes other funds to control and manage money for particular purposes (like
Wellness Center and Theatre operations) or to show that it is properly using certain taxes and other
revenues (like property taxes collected for the Library and motor fuel taxes collected for the street
funds).

The City has three kinds of funds:

1. Governmental funds. Most of the City’s basic services are included in governmental funds, which
focus on (1) how cash, and other financial assets that can be readily converted to cash, flow in and
out and, (2) the balances left at year end that are available for spending. Consequently, the
governmental funds statements provide a detailed short-term view that helps you determine
whether there are more or fewer financial resources that can be spent in the near future to finance
the City’s programs. Because this information does not encompass the additional long-term focus of
the government-wide statements, we provide additional information at the bottom of the
governmental funds statements that explain the relationship between them.



City of Allegan
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

2. Proprietary funds. Services for which the City charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both long- and
short-term financial information.

¢ In fact, the City’s enterprise funds (one type of proprietary fund) are the same as its
business-type activities, but provide more detail and additional information, such as cash
flows.

* The City uses internal service funds (the other type of proprietary fund) to report activities
that provide services for the City’s other programs and activities. The City’s internal service
funds consist of an Equipment Fund and an Insurance Fund.

3. Fiduciary funds. These funds are used to account for the collection and disbursement of resources,
primarily taxes, for the benefit of parties outside the government. The City is responsible for
ensuring that the assets reported in these funds are used for their intended purposes. The City's
fiduciary activities are reported in a separate statement of fiduciary net assets. We exclude these
activities from the City's government-wide financial statements because the City cannot use these
assets to finance its operations.

FINANCIAL ANALYSIS OF THE CITY AS AWHOLE

Net assets. Total net assets at the end of the fiscal year were $20,682,731, an increase of 7 percent
compared to the prior year. Of this total, $13,423,560 is invested in capital assets, net of related debt and
$4,706,130 is restricted for various purposes. Consequently, unrestricted net assets were $2,553,041, or
12 percent of the total.

Condensed financial information
Net Assets

Govemmental Business-type
activifies activities Totals

2006 2005 2006 2005 2006 2005

Current and other assets $ 6,640,750 $ 34158616 $ 1,441,167 $ 777144 $ 8,081,917 $ 4,192,760

Capital assets 11,205,000 12,606,747 12,720,815 14,771,688 23,925,815 27,378,435
Total assets 17,845,750 16,022,363 14,161,982 15,548,832 32,007,732 31,571,185
Long-term debt 6,072,255 1,253,121 4,430,000 348,000 10,502,255 1,601,121
Other lighilities 692,193 4,804,860 130,553 5,780,000 822,746 10,584,860
Total liabilities 6,764,448 6,057,981 4,560,553 8,128,000 11,325,001 12,185,981
Net assets:
Invested in capital assets,
net of related debt 5,132,745 3,560,820 8,290,815 4,875,593 13,423,560 8,436,413
Restricted 4,212,118 4,748,317 494,012 3,808,999 4,706,130 8,557,316
Unrestricted 1,736,439 1,855,245 816,602 736,240 2,553,041 2,391,485

Total net assets $ 11,081,302 §$ 9,964,382 § 9,601,429 §$ 9,420,832 §$ 20,682,731 $ 19,385214




City of Allegan

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

FINANCIAL ANALYSIS OF THE GOVERNMENT AS A WHOLE (Continued)

Changes in net assets. The City’s total revenues are $8,073,011. More than 36 percent of the City's
revenues come from property taxes and another 34 percent come from charges for services.

The total cost of all the City's programs, covering a wide range of services, totaled $6,775,494. More
than 29 percent of the City's costs relate to the provision of utility services. Public safety costs account

for 24 percent of the costs and general government costs ac

costs.

Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Property taxes
State shared revenue
Unrestricted investment return
Miscellaneous

Total revenues

Expenses:
Legistative
General government
Public safety
Public works
Community and economic

developrnent

Culture and recreation
inferest
Sewer
Water

Total expenses

Increase (decrease) in net assets

Condensed financial information
Changes in Net Assets

count for 15 percent of the City’s total

Governmental Business-type
activities activities Totals

2006 2005 2006 2005 2006 2005
$ 682936 $ 577,151 $ 2170677 $ 1,979,327 $ 2,753,613 § 2,556,478
796,153 629,538 - - 796,153 629,538
676,544 76,543 - - 676,544 76,543
2,941,893 2,814,580 - - 2,941,893 2,814,590
528,474 533,914 - - 528,474 533,914
268,802 274,021 1,838 4,305 270,640 278,326
105,694 65,053 - 67,736 105,694 132,789
5,900,496 4,970,810 2,172,515 2,051,368 8,073,011 7,022,178
15,647 15,534 - - 15,647 15,534
1,026,110 880,552 - - 1,026,110 880,552
1,652,277 1,514,487 - - 1,652,277 1,514,487
819,042 759,218 - - 818,042 759,218
118,915 42,415 - - 118,915 42415
962,635 1,088,270 - - 962,635 1,068,270
188,950 168,649 - - 188,950 168,649
- - 1,018,294 1,204,597 1,018,294 1,204,597
- - 973,624 1,109,925 973,624 1,109,925
4,449,125 1,991,218 2,314,522 6,775,494 6,763,647

4,783,576

$ 1,116,920 § 521685 $ 180,597

$

(263,154) $ 1,297,517 § 258531

Governmental activities. Governmental activities increased the City’s net assets by $1,116,920. Key

factors for this increase include;

» Grant revenue, that financed capital projects, amounted to 676,544
e Anincrease in property tax revenues of $127,300
» Spending reductions and cost containment

—jv-



City of Allegan
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

The cost of all governmental activities this year was $4,783,576. After subtracting the direct charges to
those who directly benefited from the programs ($582,936), and operating and capital grants
($1,472,697), the “public benefit” portion covered by property taxes, state revenue sharing, and other
general revenues was $2,727,943.

Business-type activities. Business-type activities increased the City's net assets by $180,597. The
Sewer Fund generated a net decrease of $25,856 because the rates are not currently set to cover the
cost of depreciation of the wastewater treatment infrastructure. The net assets of the Water Fund
increased by $206,453.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

Governmental funds. As of the end of the current fiscal year, the City's governmental funds reported
combined ending fund balances of $5,848,324, a decrease of $400,936 in comparison with the prior year.
Of the total fund balances, 40 percent constitutes unreserved fund balance, which is available for
spending at the City’s discretion. The remainder of fund balance is reserved to indicate that it is not
available for new spending because it has already been committed (1) for capital projects in the next year
($419,569), (2) for future capital projects ($2,952,871), (3) to generate income to pay for the perpetual
care of the municipal cemetery ($162,398), or (4) for specific Library expenditures ($29,890).

The General Fund is the chief operating fund of the City. At the end of the fiscal year, unreserved fund
balance was $1,391,787, which represents 42 percent of the actual total General Fund expenditures for
the current fiscal year. Total fund balance increased by $330,971 because of increased property tax
and grant revenues that outpaced expenditure increases.

The Capital Projects fund experienced a decrease in fund balance of $684,956. The decrease was
created through the expenditure of bond proceeds received in 2004.

The Capital Asset Improvement Sinking Fund experienced a decrease in fund balance in the amount of
$120,555 because transfers to other funds exceeded investment earnings.

Proprietary funds. The Sewer Fund experienced a decrease in net assets of $25,856 due to an increase
in expenses. Total net assets are $6,314,007 at year end of which $526,367 is unrestricted.

The Water Fund experienced an increase in net assets of $206,453 due to an increase in the water
usage rate and cost containment. Total net assets are $3,287,422 at year end of which $290,235 is
unrestricted.

General Fund budgetary highlights

The difference between the original budget and the final amended budget for expenditures was an

increase of $144,900. The budgeted expenditures were increased primarily due to increases in project
costs.

Expenditures were $369,468 less than the amount budgeted. This difference is explained by reduced
expenditure reductions in general government ($119,000), public works ($160,000), and cuiture and
recreation ($90,468).



City of Allegan
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Capital assets and debt administration

Capital assefs.

The City's investment in capital assets for its governmental and business-type activities as of June 30,
2006, amounts to $23,925,815 (net of accumulated depreciation). This investment includes a broad range
of assets including police and fire equipment, buildings, and sewer and water facilities. The increase in
the City’s net investment in capital assets for the current fiscal year was $5,235,553.

Governmental  Business-fype

activities activities Totals
Infrastructure $ 7,373,321 % 12,680,230 $ 20,053,551
Buildings and improvements 1,785 572 - 1,785,572
Furniture, equipment, and books 1,114,397 - 1,114,397
Land 931,710 40,585 972,295
Totals $ 11,205,000 $ 12,720,815 §$ 23,925,815

Major capital asset events during the current fiscal year included the following:

s+ Capital improvement projects to replace sewer and water lines and resurface streets totaled
$4,673,523.

Infrastructure improvements on Brady Street amounied to $394,899.
Equipment purchases totaling $71,839.
Police vehicle and equipment purchases totaling $53,134.

More detailed information about the City’s capital assets is presented in Note 5 of the notes to the basic
financial statements.

Long-term debt.

At the end of the fiscal year, the City had total long-term bonds and notes outstanding in the amount of
$10,502,255 which represents a decrease of $613,544 or 6 percent. Of this amount, $9,617,255
comprises debt backed by the full faith and credit of the City. Another $885,000 represents bonds
secured solely by specific revenue sources (i.e., revenue bonds).

During the current year, the City reallocated $1,350,000 of its 2004 Capital Improvement bonds to the
governmental activities from the Water Fund to reflect the actual allocation of project costs.

State statutes limit the amount of general obligation debt the City can issue to 10 percent of its total state
equalized assessed value of property. The City’s total general obligation debt ($9,617,255) is significantly
lower than the current state-imposed limit of $20,488,640.

Other long-term debt obligations totaling $116,872 represent accrued compensated absences.

More detailed information about the City’s long-term liabilities is presented in Note 8 of the notes to the
basic financial statements.

-



City of Allegan
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Economic condition and outlook

Due to cost containment and improved efficiencies, the City maintains an adequate fund balance in the
General Fund. The City has strengthened operational procedures and maximized financial obligations.
Property tax revenue is expected to increase 4.5% in the subsequent budget year. Other revenues are
expected to remain stable, including state shared revenue, which has been reduced each of the last four
years. Revenues of the next fiscal year are projected to cover all operational expenditures.

Contacting the City’s financial management

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors
with a general overview of the City’s finances and to demonstrate the City's accountability for the
resources it receives. Questions regarding any information provided in this report or requests for
additional financial information should be addressed to:

Tracie Moored, Treasurer/Finance Director Phone: (269) 673-5511

City of Allegan E-mail: TMoored@cityofallegan.org
112 Locust Street

Allegan, MI 49010-1390

-vii-
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INDEPENDENT AUDITORS' REPORT

City Council
City of Allegan, Michigan

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, the discretely-presented component units, each major fund,
and the aggregate remaining fund information of the City of Allegan, Michigan, as of June
30, 2006, and for the year then ended, which collectively comprise the City of Allegan,
Michigan’s financial statements, as listed in the contents. These financial statements are
the responsibility of the City of Allegan, Michigan's management. Our responsibility is to
express opinions con these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement preseniation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, the discretely-presented component units, each major fund, and the
aggregate remaining fund infermation of the City of Allegan, Michigan, as of June 30, 2008,
and the respective changes in financial position and, where applicable, cash flows thereof
for the year then ended in conformity with U.S. generally accepted accounting principles.

The management’s discussion and analysis, budgetary comparison schedules, and the
schedule of funding progress of the employee retirement system, as listed in the contents,
are not required parts of the basic financial statements but are supplementary information
required by the Governmental Accounting Standards Board. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City of Allegan, Michigan’s basic financial statements. The
supplementary information and supplementary data, as listed in the contents, are presented
for the purpose of additional analysis and are not required parts of the basic financial
statements. The supplementary information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.




City Council
City of Allegan, Michigan
Page 2

The other information designated as “Securities and Exchange Commission Rule 15¢c2-12
Continuing Disclosure” in the contents is also presented for the purpose of additional
analysis and is not a required part of the basic financial statements of the City of Allegan,
‘Michigan. Such information has not been subjected to the auditing procedures applied in
the audit of the financial statements and, accordingly, we express no opinion thereon.

J}fwa‘.ﬂﬁ.c.

September 15, 2006




BASIC FINANCIAL STATEMENTS



City of Allegan
STATEMENT OF NET ASSETS
June 30, 2006

ASSETS

Current assets:
Cash
Investments
Receivables
Prepaid expenses

Total current assets

Noncurrent assets:
Restricted cash
Restricted investments
Unamortized bond issuance costs
Land
Depreciable capital assets, net

Total noncurrent assets

Total asseis

LIABILITIES
Current liabilities:
Payables
Bonds and notes payable

Total current liabilities

Noncurrent liabilities:
Compensated absences
Bonds and notes payable

Total noncurrent liabilities
Total liabilities

NET ASSETS
Invested in capital assets,
net of related debt
Restricted for:
Public works
Economic development
Culture and recreation
Debt service
Capital projects
Perpetual care
Unrestricted

Total net assets

Primary government Component uhits

Downtown Brownfield

Governmental Business-type Development Redevelopment

Activities Activities Totals Authority Authority

$ 829930 % 250,251 § 1,080,181 $ 56,065 % 19,466
1,884,109 251,685 2,135,694 295,118 -
685,521 376,227 1,061,748 - -
36,688 - 36,698 - -

3,436,258 878,063 4,314,321 351,183 19,466
495,680 494,012 989,692 295,600 -
2,685,720 - 2,685,720 - -
23,092 69,092 92184 - -
931,710 40,585 972,295 - -
10,273,290 12,680,230 22,953,520 - -
14,409,492 13,283,919 27,693,411 295 600 -

17,845,750 14,161,982 32,007,732 646,783 19,466
075,321 130,653 705,874 9,714 -
488,279 223,000 711,279 15,000 -
1,063,600 353,563 1,417,153 24714 -
116,872 - 116,872 - -
5,583,976 4,207,000 9,790,978 255,000 -
5,700,848 4,207,000 9,907,848 255,000 -
6,764,448 4,580,553 11,325,001 279,714 -
5,132,745 8,200,815 13,423,560 - -
366,164 - 366,164 - -
57,152 - 57,162 - -
253,964 - 253,964 - -
- 145,527 145,527 - -
3,372,440 348,485 3,720,925 295,600 -
162,398 - 162,398 - -

1,736,439 816,602 2,553,041 71,469 19,466

$ 11081302 $§ 5601429 §$ 20682731 § 367,089 % 19,466

See notes to the financial sfatements
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City of Allegan
STATEMENT OF ACTIVITIES
Year ended June 30, 2006

Functions /Programs

Primary government:

Governmental activities:
Legislative
General government
Public safety
Public works
Community and economic

development

Culture and recreation
Interest on long-term debt

Total governmental activities
Business-type activities:

Sewer
Water

Total business-type activities
Total primary government
Component units:
Downtown Development Authority

Brownfield Redevelopment Authority

Total component units

Program revenues
Operating Capital
Charges for  grants and grants and
Expenses services coniributions contributions
$ 15647 - 3 - $ -
1,026,110 29,482 9,247 -
1,652,277 159,659 59,880 1,311
819,042 75,223 647,022 675,233
118,915 - - -
962,635 318,572 80,004 -
188,950 - - -
4,783,576 582,036 796,153 676,544
1,018,284 995,534 - -
973,624 1,175,143 - -
1,991,918 2,170,677 - -
$6775494 $ 2753613 $ 796,153 § 676,544
$ 170,329 % - $ - $ -
25 - - -
$ 170354 § - $ - $ -

General revenues:

Property taxes

State shared revenue
Unrestricted investment return
Franchise fees

Other

Total general revenues and transfers

Change in net assets

Net assets - beginning

Net assets - ending




Net (expenses) revenues and changes in net assets

Primary government Component units
‘ Downtown Brownfield
Governmental Business-fype Development  Redevelopment
activities activities Totals Authority Authority
$ {15,647) $ (15,647)
(987,381) : (987,381)
(1,431,427) (1,431,427)
578,436 578,436
{118,915) {118,915)
(564,059} (564,059)
(188.950) (188,950)
(2,727,943) (2,727,943)
$ (22,760) {22,760)
201,519 201,519
178,759 178,759
{2,727,943) , 178,759 {2,549,184)

$  (170,329) $ -

(25)
(170,329) (25)
2,941,893 - 2,941,893 130,911 -
528,474 - 528,474 - .
268,802 1,838 270,640 4,990 184
51,074 - 51,074 ] -
54,620 - 54,620 3,043 _ -
3,844,863 1,838 3,846,701 138,944 184
1,116,920 180,597 1,297,517 (31,385) 159
9,964,382 9,420,832 19,385,214 398,454 19,307
$ 11081302 $ 9601429 $ 20682731 $ 367,068 $ 19,466

See notes fo the financial sfatements
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City of Allegan
BALANCE SHEET - governmental funds
June 30, 2006

Capital Asset Nonmajor Total
Capital Improvement governmental governmental
General Projects Sinking funds funds
ASSETS
Cash $ - 495680 % 403,654 $ 428276 $ 1,325,610
investments 1,249,088 - 2,685,720 458,810 4,393,618
Receivables 267,208 333,736 - 84,487 685,521
Due from other funds 44,553 - - 135,329 179,882
Total assets $ 1,560,937 829416 § 3,080,374 § 1,104,902 § 6,584,629
LIABILITIES AND FUND BALANCES
Liabilities:
Payables 3 91,074 409847 § - $ 20805 % 521,726
Due to other funds 43,379 - 136,503 - 179,882
Deferred revenue 34,697 - - - 34,697
Total liabilities 169,150 409,847 136,503 20,805 736,305
Fund balances:
Reserved:
Capital projects - 419,569 2,952 871 - 3,372,440
Perpetual care - - - 162,398 162,398
Culture and recreation - - - 29,820 29,890
Unreserved 1,391,787 - - - 1,391,787
Unreserved, reported in nonmajor :
special revenue funds - - - 891,809 891,809
Total fund balances 1,391,787 419 569 2,952 871 1,084,097 5,848,324
Total liabilities and
fund balances $ 1,560,937 820,416 % 3,089374 $ 1,104,902 $ 6,684,628
Total fund balances - total governmental funds $ 5,848,324
Amounts reported for governmental aclivities in the statement of net assets (page 5) are
different because:
Capital assets used in governmental aclivities are not financial resources and
are not reported in the funds. 10,561,243
Other long-term assets are not available to pay for current-period expenditures
and are deferred in the funds. 57,789
Internal service funds are used by management to charge the costs of fleet management
and various insurances to individual funds. The assets and liabilities of the internal service
funds are included in governmental activities in the statement of net assets. 849,873
Compensated absence and accrued interest liabilities are not due and payable in the current period
and are not reported in the funds. (163,672)
Bonds payable are not due and payable in the current period and are not reported in the funds. (6,072,255)
Net assets of governmental activities $ 11,081,302

See notes fo the financial statements
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City of Allegan
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - governmental funds
Year ended June 30, 2006

Capital Asset Nonmajor Total
Capital Improvement governmental governmental
General Projects Sinking funds funds
REVENUES
Property taxes $ 2,715,767 - $ - 226,126 $ 2,941,893
Licenses and permits 16,014 - - - 16,014
Federal grants 219,767 333,736 - - 553,503
State grants 520,625 281,250 - 383,536 1,194,411
Contributions from local units 91,284 60,247 - 151,000 302,531
Charges for services 70,979 - - 197,425 268,404
Fines and forfeitures 30,843 - - 130,488 161,331
Investment return and rentals 219,645 92,586 58,551 10,754 381,536
Other 62,435 - - 24162 86,597
Total revenues 3,956,359 767,819 58,551 1,123,491 5,906,220
EXPENDITURES
Legislative 15,647 - - - 15,647
General government 942,277 - - 10,350 952,627
Public safety 1,520,142 - - - 1,520,142
Public works 179,091 2,882,916 - 411,272 3,473,279
Community and economic development 22,840 - - 1,406 24,246
Culture and recreation 353,407 - - 614,706 968,113
Capital outlay 127,261 - - 5451 132,712
Debt service: -
Principal 76,242 232,302 - 70,000 378,544
Interest 90,739 101,107 - - 191,846
Total expenditures 3,327,646 3,216,325 - 1,113,185 7.657,156
EXCESS (DEFICIENCY)} OF REVENUES
OVER EXPENDITURES 628,713 (2,448,506} 58,551 10,306 {1,750,936)
OTHER FINANCING SOURCES {USES)
Reallocation of prior year bond proceeds - 1,350,000 - - 1,350,000
Transfers in 94,553 413,550 - 103,298 611,401
Transfers out {392,295) - (179,1086) {40,000} {611,401)
Total other financing sources (uses) (297,742) 1,763,550 (179,106) 63,298 1,350,000
NET CHANGE IN FUND BALANCES 330,871 (684,956) {120,555) 73,604 (400,936)
FUND BALANCES - BEGINNING 1,060,818 1,104,525 3,073,426 1,010,493 6,249,260
FUND BALANCES - ENDING $1301,787 $ 419569 $ 2,952,871 1,084,097 § 5,848,324
Net change in fund balances - total governmental funds $ (400,936)
Amounts reported for governmental activities in the statement of activities (page 6) are different because:
Governmental funds report capital outlays as expenditures. However, in the statement of activities, the costs of those
assets are allocated over their estimated useful lives as depreciation expense.
Add: Capital asset acquisitions 2,943,633
Deduct: Provision for depreciation {371,710)
Long-term debt;
Reallocation of prior year bond proceeds that increased capital debt (1,350,000)
Principal repayments 378,544
Changes in other assets and liabilities:
Amortization of bond issuance costs (1,004)
Net increase in compensated absences (33,938)
Net decrease in accrued interest payable 3,900
Net decrease in deferred revenue (10,303)
The net losses of certain activities of the internal service funds is reported with governmental activities, (41.268)
Change in net assets of governmental activities $ 1,116,920

See noles to the financial statemenis
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City of Allegan

STATEMENT OF NET ASSETS - proprietary funds

June 30, 2006

ASSETS

Current assets:
Cash
Investments
Receivables
Prepaids

Total current assets

Noncurrent assets:
Restricted cash
Unamortized bond issuance costs, net
Land
Depreciable capital assets, net

Total noncurrent assets

Total assets

LIABILITIES

Current liabilities:
Payables
Bonds payable

Total current liabilities

Noncurrent liabilities:
Bonds payable

Total liabilities

NET ASSETS
Invested in capital assets,
net of related debt
Restricted for:
Debt service
Capital projects
Unrestricted

Total net assets

Governmental
Business-type activities - Enterprise funds Activities
Internal
Sewer Water Totals Service
$ 144151 § 106,100 250,251  $ -
251,585 - 251,585 176,213
164,041 212,186 376,227 -

- - - 36,698
559,777 318,286 878,063 212,911
139,180 354,832 494,012 -

26,956 42,136 69,092 -

- 40,585 40,585 -
7,558,460 5,121,770 12,680,230 643,757
7,724 598 5,659,323 13,283,919 643,757
8,284,373 5,877,609 14,161,982 856,668

60,366 70,187, 130,553 6,795
50,000 173,000 223,000 -
110,366 243,187 353,553 6,795
1,860,000 2,347,000 4,207,000 -
1,970,366 2,590,187 4,560,553 6,795
5,648,460 2,642,355 8,290,815 643,757

- 145,527 145,527 -
139,180 209,305 348,485 -
526,367 290,235 816,602 206,116

$ 6,314,007 § 3287 422 9601428 & 849,873

-9-
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City of Allegan
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS - proprietary funds
Year ended June 30, 2006

Governmental
Business-type activities - Enterprise funds Activitios
' Internal
Sewer Water Totals Service
OPERATING REVENUES _
Charges for services $ 980,621 $ 1,124,094 3% 2104715 $ . 915442
Other 14,913 51,049 65,962 24,905
Total operating revenues 995,534 1,175,143 2,170,677 940,347
OPERATING EXPENSES :
Administration 96,706 96,706 193,412 -
Plant 509,536 554,915 1,064,451 -
Wastewater collection 159,910 - 159,910 -
Water distribution - 113,245 113,245 -
Meter reading 14,710 18,361 33,071 -
Depreciation 236,260 137,842 374,102 100,381
Amortization 1,172 1,832 3,004 -
Costs of interfund services - - - 885,813
Total operating expenses 1,018,294 922,901 1,941,185 986,194
OPERATING INCOME {LOSS) (22,760) 252,242 229,482 {45,847)
NONOPERATING REVENUES (EXPENSES)
Investment return (3,096) 4,934 1,838 4,579
Interest expense {89,219) {195,906) (285,125) -
Less: Capitalized interest 89,219 145,183 234,402 -
Total nonoperating
revenues (expenses) (3,096) {45,789) (48,885) 4,579
CHANGE IN NET ASSETS (25,856) 206,453 180,597 (41,268)
NET ASSETS - BEGINNING 6,339,863 3,080,969 9,420,832 891,141
NET ASSETS - ENDING $§ 6314007 $ 3287422 § 9601429 % 849,873

See notes o the financial staterments
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City of Allegan
STATEMENT OF CASH FLOWS - proprietary funds

Year ended June 30, 2006

Governmental
Business-fype activities - Enterprise funds Activities
Internal
_ Sewer Water Totals Service -
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 991,750 $ 1,170,049 §$ 2,161,799 % -
Receipts from interfund services provided - - - 940,347
Payments o suppliers (531,979) (471,887) {1,003,3686) (834,628)
Payments to employees _ (210,044) (287,334) (497,378) (38,589)
Payments for interfund services used (23,859) {19,733) (43,592) -
Net cash provided by operating activities 225,868 391,095 616,963 67,130
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES :
Reazllocation of prior year bend proceeds - {1,350,000) (1,350,000} -
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition of capital assets (768,461) (1,201,461) (1,969,922) (71,839
Principal payments on capital debt (50,000) {185,000) (235,000) -
Interest payments on capital debt (89,519) {197,305) (286,824) -
Net cash used in capital and related
financing activities (907,980} (1,583,766) (2,491,746) (71,839)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments (251,585) - (251,585) (176,213)
Interest received ) (3,096) 4,934 1,838 4 579
Net cash provided by (used in) investing activities (254,681) 4,934 (249 747) (171,634)
NET DECREASE IN CASH (936,793) (2,537,737) (3,474,530) (176,343)
CASH - BEGINNING
(including $3,808,999 in restricted accounts) - 1,220,124 2,998 669 4,218,793 176,343
CASH - ENDING
{including $494,012 in restricted accounts) 3 283,331 $ 460,932 $ 744263 3 -

See notes to the financial sfatements
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City of Allegan
STATEMENT OF CASH FLOWS - proprietary funds (Continued)
Year ended June 30, 2006

Governmental
Business-type activities - Enterprise funds Activities
Internal
Sewer Water Totals Service

Recoenciliation of operating income {loss) to

net cash provided by operating activities:
Operating income (loss) $ (22,760) $ 252242 § 229482 $ (45,847)
Adjustments to reconcile operating income (foss)

o net cash provided by operating activities:

Depreciation 236,260 137,842 374,102 100,381
Amortization 1,172 1,832 3,004 -
(Increase) decrease in:
Receivables (3,784) (5,084) (8,878) -
Prepaids - - - 8,809
Increase in payables 14,980 4,273 19,253 3,787
Net cash provided by operating activities $ 225868 § 391085 $ 616963 § 67,130

See notes to the financial statements
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City of Allegan
STATEMENT OF FIDUCIARY NET ASSETS - agency fund
June 30, 2006

ASSETS

Cash - $ 9,673
LIABILITIES

Due to other governmental units $ 9,673

See notes fo the financial statements
-13-



City of Allegan
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies of the City of Allegan, Michigan (the City), conform to U.S. generally accepted
accounting principles (hereinafter referred to as generally accepted accounting principles} as applicable
to governmental units. The following is a summary of the significant accounting policies.

a) Reporting entity:
The accoempanying financial statements present the City and its component units, entities for which the
government is considered to be financially accountable. Each discretely-presented component unit is
reported in a separate column in the government-wide financial statements to emphasize that it is
legally from the City.

Discretely-presented component units:

Downtown Development Authority and Brownfield Development Authority:
Each component units’ governing body is appointed by the City Council and their budgets must be
approved by the City Council. Separate financial statements for the component units have not been
issued, as management believes that these financial statements, including disclosures, contain complete
information so as to constitute a fair presentation of eéach component unit.

Hospital Finance Authority:

The Hospital Finance Authority was created to provide a method to enable nonprofit, nonpublic hospitals
to provide facilities and services for health care and, to accomplish these purposes, the Authority is
authorized to issue bonds. A three-person Commission, appointed by the City Council, governs the
Authority that may not issue debt without the approval of the City Council. The Authority has no assets,
liabilities, equity, revenue, or expenses; therefore, no separate columns have been included in the
financial statements associated with the Authority.

b) Government-wide and fund financial statements;

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the nonfiduciary activities of the City. For the most
part, the effect of interfund activity has been removed from these statements. Governmental aclivities,
normally supported by taxes and intergovernmental revenues, are reported separately from business-
type activities which rely to a significant extent on fees and charges for support. Likewise, the primary
government is reported separately from certain legally separate component units for which the primary
government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include: (1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function; and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
function. Taxes and other items not properly included among program revenues are reported instead as
general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from government-wide financial statements. Major individual

governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued).

¢) Measurement focus, basis of accounting, and financial statement presentation:

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardiess of the timing of related cash fiows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenues as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered {o be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the City considers revenues to be available if they are expected to be collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, expenditures relating to
compensated absences, and claims and judgments are recorded only when payment is due.

State grants, licenses and permits, charges for services, and interest associaied with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. All other revenue items are considered to be measurable and available only when
cash is received by the City.

The City reports the following major governmental funds:
The General Fund is the City’s primary operating fund. It accounts for all financial resources of
the City, except those required to be accounted for in another fund. Revenues are primarily
derived from property taxes and state shared revenue.
The Capital Asset Improvement Sinking Fund accounts for financial resources to be used to
purchase capital additions, improvements, or beiterments. Revenues are derived from the
investment earnings of a frust fund established in 1967 when the City sold its electric utility
facilities.

The Capital Projects Fund accounts for financial resources to be used for the acquisition or
construction of major capital facilities other than those financed by proprietary funds.

The City reporis the following major proprietary funds:

The Sewer Fund accounts for the activities of the City’s sewage collection sysiems and
treatment plant. :

The Water Fund accounts for the activities of the City’s water distribution system.

Additionally, the City reports internal service funds that account for fleet management services and
insurances provided to other departments of the City on a cost-reimbursement bhasis.
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

¢) Measurement focus, basis of accounting, and financial sfatement presentation (continued):

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with the standards of the Governmental Accounting
Standards Board. Governments also have the option of following subsequent private-sector guidance
for their business-type activities and enterprise funds, subject to this same limitation. The City has
elected not to follow subsequent private-sector standards.

Amounts reported as program revenues include: (1) charges to customers or applicanis for goods,
services, or privileges provided; (2) operating grants and contributions; and (3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the proprietary funds are charges to customers for sales and services. Operating expenses for
proprietary funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.

d) Assets, liabilities, and net assets or equity:
i} Cash and investments - Cash is considered to be cash on hand, demand deposits, time
deposits, and short-term investments with original maturities of three months or less from the
date of acquisition.

All investments are reported at fair market value, with changes in value recognized in the
operating statement of each fund. Realized and unrealized gains and losses are included in
investment income. Pooled investment income is proportionately allocated to all funds.

ii) Receivables - Activity between funds that is representative of lending/borrowing
arrangements outstanding at the end of the fiscal year is referred to as “due to/from other
funds.” Any residual balances outstanding between the governmental activities and the
business-type aclivities are reported in the government-wide financial statements as “internal
balances.” No allowance for uncollectible accounts has been recorded as the City considers
all receivables to be fully collectible.

ifi) Prepaid items - Certain payments to vendors reflect costs applicable to future accounting
periods and are recorded as prepaid items in the government-wide financial statements.

iv) Restricted assefs - Certain bond proceeds and resources set aside for their repayment are
classified as restricted assets because they are maintained in separate bank accounts and
their use is limited by applicable bond covenants.

v} Capital assets - Capital assets, which include property, plant, equihment, and infrastructure
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities column in the government-wide financial statements.
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

d) Assets, liabilities, and net assets or equity (continued):

v) Capital assets (continued): Capital assets are defined by the City as assets with an initial,
individual cost of more than $5,000 and an estimated useful life in excess of two years. Such
assets are recorded at historical cost ar estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation.

Capital assets are depreciated using the straight-line method over the following useful lives;

Buildings and improvements 20 - 40 years

Equipment 3 -20 years
Vehicles 4 - 20 years
Sewer and water systems 50 years

vi} Compensated absences - 1t is the City’s policy to permit employees to accumulate earped
but unused sick and vacation pay benefits. A liability for unpaid accumulated vacation and
sick leave has been recorded for the portion due to employees upon separation from service
with the City. Vested compensated absences are accrued when earned in the government-
wide and proprietary fund financial statements. A liability for these amounts is reported in
governmental funds only for employee terminations as of year end.

vif) Fund equity - In the fund financial statements, governmental funds repori reservations of
fund balance for amounts that are not available for appropriation or are legally restricted by
outside parties for use for a specific purpose. Designations of fund balance represent
tentative management pians that are subject to change.

viii) Property tax revenue recognition.

Property taxes are levied as of July 1 on property values assessed as of December 31 of the prior
year. The bilings are due on or before August 10, after which time the bill becomes delinquent
and penalties and interest may be assessed by the City. Property tax revenue is recognized in the
year for which taxes have been levied and become available. The City levy date is July 1, and,
accordingly, the total levy is recognized as revenue in the current year.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY:

Budgetary information - Annual budgets are adopted on a basis consistent with generally accepted
accounting principles for the City’s general and special revenue funds. The budget document presents
information by fund, function, department, and line-item. The legal level of budgetary control adopted by
the governing body is the function level. All annual appropriations lapse at the end of the fiscal year.

Excess of expenditures over appropriations in budgeted funds - The following schedule sets forth
significant budget variances:

Fund Function Budget Actual Variance

Major Street Debt service - principal $ 20,000 $ 30,000 $ 10,000
l.ocal Street  Debt service - principal 30,000 40,000 10,000
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 3 - CASH AND INVESTMENTS:

At June 30, 20086, cash and investments are classified in the accompanying financial statements as
follows:

Statement of net assets:

Primary government:

Cash $ 1,080,181
Investments 2,135,694
Restricted cash 989,692
Restricted investments 2,685,720
Component units:
Cash 75,531
investments 295,118
Restricted cash 295,600
Fiduciary fund - cash 9,673

Total cash and investments $ 7,567,209

At June 30, 20086, cash and investments consist of the following:

Cash on hand $ 657
Deposits with financial institutions 2,450,020
Investments 5,116,532

Total _ $ 7,567,209

Deposits with financial institutions:
Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) and the City's investment
policy authorize the City to make deposits in the accounts of federally-insured banks, credit unions, and

savings and loan associations that have an office in Michigan. The City’s deposits are in accordance with
statutory authority.

Custodial credit risk of deposits is the risk that, in the event of the failure of a depository financial
institution, the City will not be able to recover its deposits. Deposits are exposed to custodial credit risk if
they are not covered by depository insurance and are uncollateralized. As of June 30, 2006, $1,747,734
of the City’s bank balances of $2,110,051 was exposed to custodial credit risk because it was uninsured.
The City maintains individual and pooled cash accounts for all of its funds and its component units. Due
to use of pooled deposits, it is not practicable to allocate insured and uninsured portions of certain bank
balances between the primary government and its component units. The insured portion of the bank
balance has been ailocated entirely to the primary government.

The City believes that it is impractical to insure all bank deposits due to the amounts of the deposits
and the limits of FDIC insurance. As a result, the City evaluates each financial institution with which it
deposits funds and assesses the risk level of each institution. Only the institutions with an acceptable
estimated risk level are used as depositories.
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 3 - CASH AND INVESTMENTS (Continued):

Investments:

State statutes and the City’s investment policy authorize the City to invest in a) obligations of the U.S.
Treasury, agencies, and instrumentalities; b) commercial paper rated within the two highest rate
classifications, which mature not more than 270 days after the date of purchase; ¢) repurchase
agreements, collateralized by U.8. governmental securities; d) bankers' acceptances; and e) mutual
funds composed of otherwise legal investments.

The City’s investments are subject to several types of risk, which are discussed below:

Custodial credit risk. Custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty (e.g. broker-dealer) to a transaction, the City will not be able to recover the value of its
investment or collateral securities that are in the possession of an outside party. State statutes and the
City’s investment policy do not contain requirements that would limit the exposure to custodial credit
risk for investments. At year end, the following investment securities were uninsured and unregistered
and held by the same broker-dealer (counterparty) that purchased the securities for the City:

Carrying
Investment type amount

U.8. government and agency securities $ 5,116,532

Interest rate risk. Interest rate risk is the risk that the value of an investment will decrease as a result of
an increase in market interest rates. Generally, longer investment maturities generate more sensitivity
to changes in an investment's fair value due to changes in market interest rates. The City monitors the
interest rate risk inherent in its portfolic by measuring the weighted average maturity of its portfolio. The
City’s investment policy has no specific limitations with respect to maturities of investments. At year
end, the average maturities of the City’s investments are as follows:

Weighted

average

Fair maturity

investment type value {(in years)

U.S. government and agency securities:

Treasury notes $ 1,011,299 1.25
Federal Home Loan Bank 2,183,980 212
Federal Farm Credit Bank 197,282 2.50
Federal National Mortgage Association 1,350,469 2.7
Federal Home Loan Mortgage Corporation 373,137 3.50
Government National Mortgage Association pool 365 N/A

$ 5,116,632
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 3 - CASH AND INVESTMENTS (Continued):

Credit risk. Credit risk is the risk that an issuer of an investment wili not fulfiil its obligation to the holder
of the investment. This risk is measured by the assignment of a rating by a nationally recognized
statistical rating organization. At year end, the credit quality ratings of the City's investments are as
follows;

Fair Rating
investment type value Rating organization
U.S. government and agency securities:
Federal Home Loan Bank $ 2,183,980 AAA S&pP
Federal National Morigage Association 1,350,469 AAA S&P
Treasury notes 1,011,289 AAA S&P
Federal Home Loan Mortgage Corporation 373,137 AAA S&P
Federal Farm Credit Bank 197,282 AAA S&P
Government National Mortgage Association pool 365 not rated
$ 5116,532

Concentration of credit risk. State statutes and the City's investment policy place no limitations on the
amount that can be invested in any one issuer. Investments in any one issuer (other than U.S. Treasury
securities) that represent 5% or more of the City’s total investment are as follows:

Fair
Issuer value Percentage
U.S. government agencies:
Federal Home Loan Bank 2,183,980 43%
Federal National Mortgage Association 1,350,469 26%
Federal Hame Loan Mortgage Corporation 373,137 7%
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 4 - RECEIVABLES:
At June 30, 2006, the City’s receivables are as follows:
Inter-

Property govern-
faxes Accounts mentalTolals

Governmental funds:

General Fund $ 4,922 % 20539 §$ 232,837 3% 267,298
Capital Projects Fund - - 333,736 333,736
Nonmajor governmental funds - 6,210 78,277 84,487

Total governmental funds $ 4922 % 35749 § 644,850 $ 685,521

Proprietary funds:

Sewer Fund $ - $ 164,041 $ - $ 164,041
Water Fund - 212,186 - 212,186

Total proprietary funds $ - $ 376,227 $ - $ 376,227

All receivables are due within one year and are considered fully collectible.
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City of Allegan

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 5 - CAPITAL ASSETS:

Capital asset activity for the year ended June 30, 2008, was as follows:

Governmental activities:

Capital assets not being depreciated -iand $

Capital assets being depreciated:
Streets
Land improvemenis
Buildings and improvements
Furniture, equipment, and books
Vehicles

Subtotal

Less accumulated depreciation for:
Streets
Land improvements
Buildings and improvements
Furniture, equipment, and bocks
Vehicles

Subtotal

Total capital asseis being
depreciated, net

Governmental activities capital assets, net

Beginning Ending
balance Increases Decreases balance
931,710 $ - $ - 3 931,710
730,352 2,469,199 - 3,199,551
4,709,373 394,899 - 5,104,272
2,913,342 - - 2,913,342
1,579,903 98,240 {41,116) 1,637,027
1,473,872 53,134 - 1,527,006
11,406,842 3,015,472 {41,118) 14,381,198
{3,043) {46,806) - (49,849)
(749,525) (131,128) - (880,653)
(1,061,261) {(66,509) - (1,127,770)
(935,557) (141,164) 44,116 {1,035,605)
(927,547) (86,484) - {1,014,031)
{(3,676,933) {472,091) 41,116 (4,107 908)
7,729,909 2,543,381 - 10,273,290
$ 8661619 $ 2543381 $§ - $ 11,205,000
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 5 - CAPITAL ASSETS (Continued):

Beginning Ending
balance increases Decreases balance
Business-type activities:
Capital assets not being depreciated - land § 40585 3 - $ - $ 40,585
Capital assets being depreciated:
Sewer system 11,247,335 857,681 - 12,105,016
Water system 6,305,378 1,346,643 - 7,652,021
Subtotal 17,652,713 2,204,324 - 19,757,037
Less accumulated depreciation for:
Sewer system (4,310,296) (236,260) - (4,546,556)
Water system {2,392,409) (137,842) - (2,530,251)
Subtotal (6,702 :705) (374,102) - {7,076,807)
Total capital assets being
depreciated, net 10,850,008 1,830,222 - 12,680,230
Business-type activities capital assets, net $ 10,800593 § 1830222 & - $ 12,720,815

Depreciation expense was charged to the City’s functions as follows:

Governmental activities:

General government $ 29,881
Public safety 76,256
Public works 170,904
Culture and recreation 94,669
Depreciation on internal service fund assets 100,381

Total governmental activities $ 472,091
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City of Allegan

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 6 - PAYABLES:

At June 30, 2006, the payables of the City's funds are as follows:

Fund Accounts Payroll Interest Totals

Governmental funds:

General $ 60464 $ 30610 % - $ 91,074

Capital projects 409,847 - - 409,847

Nonmajor governmental 14,763 6,042 - 20,805

Totals $ 485,074- § 36,652 % - $ 521726
Proprietary funds:

Sewer $ 32629 $ 12637 $ 15100 $ 60,368

Water 14,027 24,860 31,300 70,187

Totals $ 46656 § 37497 3 46400 $ 130,553

NOTE 7 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS:

At June 30, 20086, the composition of interfund balances is as follows:

Fund

Payable

Receivable
General $ 44 553
Capital Reserve Sinking 91,950
136,503
Cemetery Perpetual Care 43,379
Total 3 179,882

Capital Asset Improvement
Improvement Sinking

General

Total

$ 136,503

43,379

$ 179,882

The amount payable by the Capital Asset Sinking Fund represents distributable amounis of the fund’s
realized investment earnings for the fiscal year ended June 30, 2008. The distributions are made

pursuant to a trust agreement.

The amount payable by the General Fund to the Cemetery Perpetual Care Fund represents a loan to
finance the cost of improvements to the City cemetery in prior years; $36,150 of the balance is not
scheduled to be collected in the subsequent year.

-24-




City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 7 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS (Continued):

Fund Transfers in Fund Transfers out
General 3 44 553
Nonmajor governmental 44,553
Capital Asset
89,106 Improvement Sinking 3 89,106
Capital Asset
General 50,000 Improvement Sinking 50,000
Nonmajor governmental 58,745  General 58,745
Capital Projects 413,850 General 333,850
Capital Asset
Improvement Sinking 40,000
Nonmajor governmental 40,000
413,850
Total $ 611,701 Total $ 611,701

The transfers out of the Capital Asset Improvement Sinking Fund, in the amount of $89,106, represent
distributions of the fund's realized investment earnings for the fiscal year ended June 30, 20086. The
distributions are made pursuant to a trust agreement.

The transfer out of the Capital Asset Improvement Sinking Fund to the General Fund, in the amount of
$50,000, represents financing of capital improvements accounted for in the General Fund.

The transfers out of the General Fund represent unrestricted revenues collected in the General Fund to
finance programs accounted for in other funds in accordance with budgetary authorizations.

The transfers to the Capital Projects Fund represent unrestricted revenues collected in the other funds
that were used to finance various capital projects in accordance with budgetary authorizations.
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 8 - LONG-TERM OBLIGATIONS:

Primary government;
Governmental activities:
Bonds and notes:

$1,373,796 1998 Michigan Economic Development Corporation note - payable in
quarterly installments of $15,575 bearing 0% interest through December 2012

$3,000,000 1998 General obligation limited tax improvement bonds - payable in annual
installments ranging from $145,000 to $340,000, plus interest at 4.25% to 4.90%; final
payment due November 2012

$607,000 1999 Installment purchase agreement note - payable in annual installments
ranging from $49,573 to $88,283, plus interest at 4.85%; final payment due August 2010

$360,000 2004 USDA airport revenue bonds - payable in annual installments ranging
from $7,000 to $21,000, plus interest at 4.25%; final payment due July 2033

$3,075,000 2004 Capital improvement bonds - payable in annual installments ranging
from $100,000 to $127,000, plus interest at 2.00% to 5.25%; final payment due May
2019

Total bonds and notes

Business-type activities:
Bonds:

$850,000 1996 Water supply system revenue bonds - payable in annual installments
ranging from $65,000 to $90,000, plus interest at 4.90% to 5.90%; final payment due
May 2011

$650,000 2001 Water supply system revenue bonds - payable in annual installments
ranging from $35,000 to $60,000, plus interest at 3.50% to 5.00%; final payment due
May 2016

$3,825,000 2004 Capital improvement bonds - payable in annual installments ranging
from $155,000 to $223,000, plus interest at 2.00% to 5.25%; final payment due May
2029

Total business-type activities long-term obligations

Component unit - Downtown Development Authority:

$300,000 2004 Capital improvement bonds - payable in annual installments ranging
from $15,000 to $25,000, plus interest at 2.00% to 5.25%; final payment due May 2019
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At June 30, 2006, long-term obligations, other than compensated absences, are comprised of the
following individual issues:

$ 436,112
2,100,000
312,143
338,000
2,885,000
$ 6,072,255
$ 400.000
485,000
3,545,000
$ 4,430,000
$ 270,000




City of Allegan

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 8 - LONG-TERM OBLIGATIONS (Continued):

Long-term obligation activity for the year ended June 30, 2006, was as foliows:

Amounts
Beginning Ending due within
balance Reallocation Increases Reductions balance one year
Primary government:
Governmental activities:
MEDC Ican $ 498414 3 - $ - $ (62,302) $ 436,112 $ 62,302
1998 General obligation bonds 2,270,000 - - (170,000) 2,100,000 260,000
1999 Installment purchase note 361,385 - - (49,242} 312,143 51,977
2004 USDA revenue bonds 346,000 - - (7,000) 339,000 7,000
2004 Capital improvement bond 1,625,000 1,350,000 = (90,000) 2,885,000 107,000
Total bonds and notes 5,100,799 1,350,000 - (378,544) 6,072,255 488,279
Compensated absences 82,936 - 238,251 (204,315) 116,872 -
Total governmental
activities $ 5183735 $ 1350,000 $ 238251 $ (582,859) $ 6,189,127 §$ 488,279
Business-type activities:
1996 Water revenue bonds $ 470,000 $ - $ - $ (70,000} $ 400,000 $ 75,000
2001 Water revenue bonds 525,000 - - (40,000) 485,000 40,000
2004 Capital improvement bond 5,020,000 (1,350,000) - {125,000) 3,545,000 108,000
Total business-type
activities $ 6,015,000 $ (1,350,000) $ - $ (235000) $§ 4,430,000 $ 223,000
Component unit:
2004 Capital improvement bond $ 285,000 $ - 3 - 3 (15,0000 § 270,000 $ 15,000

The reallocation relates to the reclassification of prior year bond proceeds from the business-type

aclivities to the governmental activities.
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 8 - LONG-TERM OBLIGATIONS (Continued):
At June 30, 2006, debt service requirements, excluding compensated absences, were as follows:

Year ended Governmental activities Business-type activities
June 390, Principal interest Principal Interest

2007 $ 488279 $ 258908 $ 223000 $ 221429

2008 513,800 240,525 225,000 212,940
2009 531,443 220,221 236,000 202,890
2010 550,215 199,258 245,000 191,650
2011 600,916 175,342 258,000 179,664
2012 - 2016 1,552,602 599,079 980,000 746,722
2017 - 2021 742,000 366,078 801,000 515,563
2022 - 2026 558,000 211,128 864,000 307,427
2027 - 2031 481,000 18,883 598,000 108,798
2032 - 2036 54,000 3,542 - -

Totals $ 6072255 §$ 2292964 § 4,430,000 §$ 2,687,083

All debt is secured by the full faith and credit of the City.

Conduit debt obligation:

The City, through its Hospital Finance Authority, has issued Hospital Revenue and Refunding Bonds to
provide financial assistance to a nonprofit hospital for the acquisition and construction of hospital facilities
deemed fo be in the public interest. The bonds are secured by the property financed and are payable
solely by the nonprofit hospital. Neither the City, the State of Michigan, nor any political subdivision
thereof is obligated in any manner for repayment of the bonds. Accordingly, the bonds are not reported as
liabilities in the accompanying financial statements. At June 30, 2006, Allegan General Hospital Revenue
and Refunding Bonds outstanding aggregated $8,030,000.

NOTE 9 - DEFINED BENEFIT PENSION PLAN:

Plan description.

The City’'s defined benefit pension plan provides retirement, disability, and death benefits to plan
members and beneficiaries. The City's defined benefit pension plan is affiliated with the Municipal
Employees’ Retirement System of Michigan (MERS), an agent, multiple-employer, public employee
retirement system that acts as a common invesiment and administrative agent for municipalities in
Michigan. Public Act 220 of 1996 of the State of Michigan assigns the authority to establish and amend
the benefit provisions to the City of Allegan. The MERS issues a publicly-available financial report that
includes financial statements and required supplementary information. That report may be obtained by
writing to Municipal Employees’ Retirement System of Michigan, 447 N. Canal, Lansing, Michigan 48917,
or by calling 1-800-767-6377.
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 9 - DEFINED BENEFIT PENSION PLAN (Continued):

Funding policy.

Contribution rates for each participating employer and its covered employees are established and may be
amended by each participating unit. The contribution rates are determined based on the benefit structure
established by each employer. Covered employees are not required fo contribute to the plan.
Participating employers are required to contribute amounts necessary to finance the coverage of their
employees through periodic contributions at actuarially-determined rates. Administrative costs of the plan
are financed through investment earnings.

Annual pension cost:

For the year ended June 30, 20086, the City’s annual pension cost of $141,554 for its defined benefit
pension plan was equal to the required and actual contributions. The required contribution was
determined as part of the December 31, 2004, actuarial valuation using the entry age actuarial cost
method. The actuarial assumptions included a) 8% investment rate of retun, net of administrative
expenses, b) projected salary increases of 4.5% per year, and c) no cost of living adjusiments. The
actuarial value of the plan’s assets was determined using techniques that smooth the effects of short-term
volatility in the market value of investments over a five-year period. The unfunded actuarial accrued
liability is being amortized over a closed period of 32 years as a level percentage of payroll.

Three-year trend information is as follows:

Fiscal Annual Percentage Net
year pensiorn of APC pension
ending cost (APC) contributed obligation
06/30/04 $110,823 100% $ -
06/30/05 118,918 100% -
06/30/06 141,554 100% -

NOTE 10 - DEFINED CONTRIBUTION PENSION PLAN:

On July 1, 1985, the City adopted a defined contribution pension plan, specifically referred to as the City
of Allegan Employees’ Money Purchase Plan. In a defined contribution plan, benefits depend solely on
amounts contributed to the plan, plus investment earnings. Employees are eligible to participate after
completing one thousand hours of service and attaining the age of eighteen. The Plan requires that the
City contribute, on behalf of each covered employee, the greater of 10% of their taxable wage base or
$1,500. The City’s contributions for each employee (and interest allocated to the employee’s account) are
fully vested after five years of continuous service. City contributions for, and interest forfeited by,
employees who leave employment before five years of service are used to reduce the City’s current
period contribution requirements. The City is not responsible for investment management of plan assets.
Michigan state statutes assign the authority to establish and amend benefit provisions to the Allegan City
Council.

The City made the required contributions of $177,178 for the year ended June 30, 2006.

-29-



City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 11 - OTHER POST-RETIREMENT BENEFITS:

The City provides post-retirement health care benefits to employees and their beneficiaries who retired on
or before April 1, 1990, as required by a local ordinance. The retirees are required to make monthly
payments to the Insurance Fund to reimburse the City for the full cost of coverage for these benefits. At
June 30, 20086, three retirees participate in continuance of coverage. Expenses for post-retirement health
care benefits are recognized as retirees’ premium costs as incurred. For the year ended June 30, 2006,
the City recognized expenses of $0, which was net of $24,210 of retiree contributions.

NOTE 12 - INTERNAL TRUST ARRANGEMENTS:

a) Capital Asset Improvement Sinking Fund.

In 1967, the City sold its electric utility facilities and placed the disposition proceeds in a trust fund to be
used to purchase capital additions, improvements, or betterments, as permissible by law. Net realized
investment income is to be distributed as follows:

One fifth (1/5) retained by the fund;
Two fifths (2/5) transferred to General Fund; and
Two fifths (2/5) transferred to another trust fund (Capital Reserve Sinking Fund)

b) Capital Reserve Sinking Fund:

The City established a trust fund to account for certain investment income of the Capital Asset
Improvement Sinking Fund (see above). Net assets of this fund shall not exceed $1,000,000, which may
be used to purchase capital additions, improvements, or betterments, as approved by a three fifths (3/5)
majority vote of qualified voters of the City. The fund currently has net assets of $227,868 as of June 30,
2006.

NOTE 13 - ECONOMIC DEPENDENCY:

For the year ended June 30, 2006, the City received approximately 45% of its property tax revenues
and 33% of its utility revenues from one industrial property owner.

NOTE 14 - RISK MANAGEMENT:

The City is exposed to various risks of loss related to general liability, property and casualty, workers’
compensation, and employee medical claims. The risks of loss arising from general liability up to
$5,000,000, property losses, workers’ compensation, and employee medical costs are managed
through purchased commercial insurance. For all risks of loss, there have been no significant
reductions in insurance coverage from coverage provided in prior years. Also, in the past three years,
settlements did not exceed insurance coverage.

NOTE 15 - CONSTRUCTION CODE ACT:

A summary of construction code enforcement transactions for the year ended June 30, 2008, is as
follows:

Revenues $ 16,014
Expenses 194,210

Deficiency of revenues over expenses  ${178,196)
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City of Allegan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 16 - CONSTRUCTION COMMITMENTS:

At June 30, 20086, the City had authorized contracts totaling $7,200,000 for infrastructure improvements
inciuding sewer and water line replacements and street resurfacing. The improvements are being funded
by capital improvement bonds issued in 2004 in the amount of $7,200,000. Costs incurred through June
30, 2006, were $5,900,000, leaving a commitment of $1,300,000.
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City of Allegan

BUDGETARY COMPARISON SCHEDULE - General Fund

Year ended June 30, 2006

REVENUES

Property taxes

Licenses and permits
Federal grants

State grants

Contributions from local units
Charges for services

Fines and forfeitures
Investment return and rentals
Other

Total revenues

EXPENDITURES
Legislative
General government
Public safety
Public works
Community and economic development
Culture and recreation
Capital outlay
Debt service:

Principal

Interest

Total expenditures

EXCESS OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out

Total financing sources (uses)

NET CHANGE IN FUND BALANCES

FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Variance

Original Amended favorable
Budget Budget Actual (unfavorable)
$2734,300 $2734300 $2715767 & (18,533)
30,000 31,800 16,014 (15,786)
63,115 63,115 219,767 156,652
540,400 540,400 529,825 (10,775)
60,000 60,000 91,284 31,284
67,140 67,140 70,979 3,839
30,455 30,455 30,843 388
149,250 149,250 219,645 70,395
44,650 44 650 62,435 17,785
3,719,310 3,721,110 3,956,359 235,249
18,150 18,150 15,647 2,503
1,028,937 1,061,637 942 277 119,360
1,514,876 1,570,676 1,520,142 50,534
217,610 220,610 179,081 41,519
35,000 35,000 22,840 12,160
436,291 461,291 353,407 107,884
142,250 162,650 127,261 35,389
76,600 76,300 76,242 58
82,500 90,800 90,739 61
3,552,214 3.697,114 3,327,646 369,468
167,096 23,9986 628,713 604,717
122,000 122,000 94,553 (27,447)

{392,295) {392,295) {392,295) -
{270,295) {270,295) {297 742) (27,447)
{103,199) (246,289) 330,971 577,270

1,080,816 1,060,816 1,060,816 -
$ 9578617 $§ 8145617 $1301787 § 577270
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City of Allegan
BUDGETARY COMPARISON SCHEDULE - Capital Projects Fund

Year ended June 30, 2006

Variance
Original Amended favorable
Budget Budget Actual (unfavorable)
REVENUES
Federal grants $ 300000 $ 300000 $ 333736 % 33,736
State grants - - 281,250 281,250
Contributions from local units - - 40,247 40,247
Contribution from component unit 155,000 155,000 20,000 (135,000)
Investment return 25,000 25,000 92,586 67,586
Total revenues 480,000 480,000 767,819 287,819
EXPENDITURES
Public works 2,946,850 2,946,850 2,882,916 63,934
Debt service:
Principal 232,400 232,400 232,302 a8
Interest 102,150 102,150 101,107 1,043
Total expenditures 3,281,400 3,281,400 3,216,325 65,075
DEFICIENCY OF REVENUES
OVER EXPENDITURES (2,801,400) (2,801,400) (2,448,506) 352,894
'OTHER FINANCING SOURCES
Reallocation of bond proceeds 1,350,000 1,350,000 1,350,000 -
Transfers in 378,550 378,550 413,550 35,000
Total ather financing sources 1,728,550 1,728,550 1,763,550 35,000
NET CHANGE IN FUND BALANCES (1,072,850) (1,072,850) (684,956) 387,894
FUND BALANCES - BEGINNING 1,104,525 1,104,625 1,104,525 -

FUND BALANCES.- ENDING $ 31675 $ 31675 $ 419569 3 387,894
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City of Allegan

BUDGETARY COMPARISON SCHEDULE - Capital Asset Improvement Sinking Fund

Year ended June 30, 2006

REVENUES
Investment return

OTHER FINANCING USES
Transfers out

NET CHANGE IN FUND BALANCES
FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

_ Variance
Original Amended favorable
Budget Budget Actual (unfavorable)

$ 185000 $ 185000 § 58551 $  (126,449)

{194,000} (234,000 (179,106) 54,894

(9,000) (49,000)  (120,555) (71,555)

3,073,426 3,073,426 3,073,426 -

$3064426 $3,024426 $2,952871 § {71,555)
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City of Allegan

SCHEDULE OF FUNDING PROGRESS

Employee Retirement System

(Municipal Employees’ Retirement System of Michigan)

Actuarial {/AAL asa

Actuarial Actuarial accrued percentage

valuation value of  liability (AAL)  Unfunded Funded Covered of covered
date assetls entry age  AAL (UAAL) ratio payroll - payrolf
December 31 {a) (b) {b-a) {a/b) (c) {(b-a)/c)
1997 $ 479,621 $1,326,960 $ 847,339 36% $396,965 214%
1998 569,429 1,372,114 802,685 42% 436,484 184%
1999 700,302 1,357,238 656,936 52% 516,070 127%
2000 834,553 1,784,575 950,022 47% 530,507 179%
2001 970,738 2,065,680 1,094,942 47% 547,012 200%
2002 1,077,201 2,354,012 1,276,811 46% 612,731 208%
2003 1,288,152 2,605,583 1,317,431 49% 535,918 246%
2004 1,429,189 2,770,066 1,340,877 52% 580,215 231%
2005 1,595,682 3,025,643 1,430,061 53% 590,820 242%
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City of Allegan

COMBINING BALANCE SHEET - nonmajor governmental funds

June 30, 2006

ASSETS

Cash

investments
Receivables

Due from other funds

Total assets

LIABILITIES AND FUND BALANCES
Liabilities:
Payables

Fund balances:
Reserved:
Donor restrictions for Library expenditures
Cemetery perpetual care
Unreserved:
Designated
Undesignated

Total fund balances

Total liabilities and fund balances

Major Local Weliness
Street Street Center Library
$ 68772 $ 68421 $ 13573 $ 77,001
168,579 - - 147,559
46,431 15,654 1,853 17,229
$ 283,782 $ 84075 § 15426 § 241,789
$§ 1326 § 367 $ 3167 $ 9,399
- - - 29,890
- - - 57,352
282,456 83,708 12,259 145,148
282 456 83,708 12,259 232390
$ 283782 $ 84075 § 15426 § 241,789




Total

Cemetery Capital nonmajor

Revolving Economic Perpetual  Auditorium Reserve  governmental
Loan Development Theatre Care and Library _Sinking _ funds

$ 36569 § - $ 9697 S 118654 § 21574 $ 12015 § 426,276

- 18,404 - 365 - 123,903 458,810

2,192 - 1,128 - - - 84,487

- - - 43,379 - 91,850 135,329

$ 38761 $ 18404 $ 10825 §$ 162398 $ 21574 § 227868 $ 1,104,902

3 - $ 13 § 6533 % - $ - $ - $ 20,805

- - - - - - 29,890

- - - 162,398 - - 162,398

- , - - - - - 57,352

38,761 18,391 4,292 - 21,574 227,868 834,457

38,761 18,391 4,292 162,398 21,574 227,868 1,084,097

$ 38761 % 18404 § 10825 $ 162398 §$ 21574 § 227868 $ 1,104,902
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City of Allegan

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - nonmajor governmental funds
Year ended June 30, 2006

Major Local Weliness
Street Street Center Library

REVENUES
Property taxes $ - $ - S - $ 226,126
State grants 254,420 109,659 - 18,457
Contributions from local units 60,000 60,000 - 31,000
Charges for services 29,108 - 48,219 -
Fines and forfeitures - - - 130,488
investment return and rentals - - - 3,409
Other - 2,814 161 14,706

Total revenues 343,528 172,473 48,380 425,186
EXPENDITURES
General government - - - -
Public works 264,930 145,342 - -
Community and economic development - - - -
Culture and recreation - - 88,110 396,606
Capital outlay - - - -
Debt service - principal 30,000 40,000 - -

Total expenditures 294,930 186,342 88,110 396,608
EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITURES 48 598 {13,869) (39,730) 28,580

OTHER FINANCING SOURCES (USES)
Transfers in - - 51,260 -
Transfers out - - - -

Total cther financing sources (uses) - - 51,260 -
NET CHANGE IN FUND BALANCES 48,598 {13,869) 11,530 28,580
FUND BALANCES - BEGINNING 233,858 97,577 729 203,810

FUND BALANCES - ENDING $ 282456 §$ 83,708 $ 12,259 § 232,390




Total

Cemetery Capital nonmajor
Revolving Economic Perpetual  Auditorium Reserve  governmental
Loan Development Theatre Care and Library Sinking funds
5 - $ - - $ - 5 - $ - $ 226,126
- - - - - - 383,536
- - - - - - 151,000
- - 120,098 - - - 197,425
- - - - - - 130,488
- (78) 3,156 14 431 3,822 10,754
225 - 6,008 248 - - 24,162
225 (78) 129,262 262 431 3,822 1,123,491
750 - - 9,600 - - 10,350
- - - - - - 411,272
- 1,406 - - - - 1,406
- - 129,990 - - - 614,706
- - 5,451 - - - 5,451
- - - - - - 70,000
750 1,406 135,441 9,600 - - 1,113,185
(525) (1,484) (6,179) (9,338) 431 3,822 10,308
- - 7.485 - - 44 553 103,208
{40,000) - - - - - {40,000}
{40,000) - 7,485 - - 44,553 63,298
(40,525) (1,484) 1,306 (9,338) 431 48,375 73,604
79,286 19,875 2,986 171,736 21,143 179,493 1,010,483
$§ 38761 § - 18,391 4292 $ 162398 $ 21574 § 227868 3 1,084,097
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City of Allegan

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCE - BUDGET AND ACTUAL - General Fund

Year ended June 30, 2006

REVENUES

Property taxes

Licenses and permits
Federal grants

State grants

Contributions from local units
Charges for services

Fines and forfeitures
Investment return and rentals
Other

Total revenues

EXPENDITURES
Legislative - City Council

General government:
Manager
Elections
Assessor
Legal fees
Treasurer
City hall
Building and grounds
Cemetery
Other administration

Total general government

Public safety:
Police department
Fire department
Inspections department

Total public safety

Variance
Amended favorable
Budget Actual (unfavorable)
$ 2734300 $ 2715767 % (18,533)
31,800 16,014 (15,786)
63,115 219,767 156,652
540,400 529,625 (10,775)
60,000 91,284 31,284
67,140 70,979 3,839
30,455 30,843 388
149,250 219,645 70,395
44 650 62,435 17,785
3,721,110 3,856,359 235,249
18,150 15,647 2,503
203,921 170,977 32,944
11,850 4 867 5,983
79,817 78,004 1,813
50,000 35,706 14,294
181,807 154,135 27,672
65,130 46,658 18,472
386,433 385,999 434
76,179 64,862 11,317
6,500 1,069 5,431
1,061,637 942 277 . 119,360
1,181,692 1,103,306 78,386
190,128 222 626 (32,498)
198,856 194,210 4,646
1,570,676 50,534

1,520,142
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City of Allegan ‘

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCE - BUDGET AND ACTUAL - General Fund (Continued)

Year ended June 30, 2006

EXPENDITURES (Continued)
Public works:

Street lighting

Airport

Total public works
Community and economic development

Culture and recreation:
Griswold Auditorium
Parks and recreation
Historic Commission

Total culture and recreation
Capital outlay
Debt service - principal
Debt service - interest

Total expenditures

EXCESS OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out

Total other financing uses
NET CHANGE IN FUND BALANCES
FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Variance

Amended favorable
Budget Actual (unfavorable)
$ 68,000 & 67,169 $ 831
152,610 111,922 40,688
220,610 179,091 41,519
35,000 22,840 12,160
203,103 189,325 13,778
216,223 162,452 53,771
41,965 1,630 40,335
461,291 353,407 107,884
162,650 127,261 35,389
76,300 76,242 58
90,800 90,739 61
3,697,114 3,327,646 369,468
23,996 628,713 604,717

122,000 94 553 (27,447)
(392,295) (382,295) -
(270,295) {297,742) (27.,447)

(246,299) 330,971 577,270

1,060,816 1,060,816 -

$ 814,517 $ 1,301,787 § 577,270
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City of Allegan

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES - BUDGET AND ACTUAL - Major Street Fund '

Year ended June 30, 2006

Variance
Amended favorable
Budget Actual (unfavorable)
REVENUES
State grants $ 224,500 $ 254420 $ 29,920
Contribution from local unit 30,000 60,000 - 30,000
Charges for services 31,000 29,108 (1,892)
Total revenues 285,500 343,528 58,028
EXPENDITURES
Public works:
Street preservation 186,790 170,089 16,701
Bridge maintenance 4418 2,480 1,928
Traffic services 15,995 15,540 455
Winter mainienance 57,595 56,078 1,517
Surface maintenance 30,700 14,978 15,722
Traffic signals - 5,755 (5,755)
Total public works 295,498 264,930 30,568
Debt service - principal 20,000 30,000 (10,000)
Total expenditures 315,498 294,930 20,568
EXCESS (DEFICIENCY) OF REVENUES _
OVER EXPENDITURES (29,998) 48,598 78,596
FUND BALANCES - BEGINNING 233,858 233,858 -
FUND BALANCES - ENDING $ 203,860 $ 282,456 $ 78,596
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City of Allegan

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES - BUDGET AND ACTUAL - Local Street Fund

Year ended June 30, 2006

Variance
Amended favorable
Budget Actual (unfavorable)
REVENUES
State grants $ 108,000 $ 109,659 $ 1,659
Contribution from local unit ‘ 60,000 60,000 -
Other 2,000 2,814 814
Total revenues 170,000 172,473 2,473
EXPENDITURES
Public works:
Street preservation 152,680 129,283 23,397
Traffic services 5,355 3,801 1,554
Winter maintenance 24 873 13,258 11,615
Total public works 182,908 146,342 36,566
Debt service - principal 30,000 40,000 (10,000)
Total expenditures 212,908 186,342 26,566
DEFICIENCY OF REVENUES
OVER EXPENDITURES (42,908) (13,869) 29,039

FUND BALANCES - BEGINNING 97,577 97,577 -

FUND BALANCES - ENDING $ 54669 § 83708 % 29,039
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City of Allegan

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES - BUDGET AND ACTUAL - Wellness Center Fund

Year ended June 30, 2006

Variance
Amended favorable
Budget Actual (unfavorable)
REVENUES
Charges for services:
Concession stand sales $ 50,000 $ 34685 $ (15,315)
User fees 7,500 13,634 6,034
Other 2,700 161 {(2,539)
Total revenues 60,200 48,380 (11,820)
EXPENDITURES
Culture and recreation 110,960 88,110 22,850
Capital outlay : 500 - 500
Total expenditures 111,460 88,110 23,350
DEFICIENCY OF REVENUES OVER
EXPENDITURES (51,260) (39,730) 11,530
OTHER FINANCING SOURCES
Transfer in - General Fund 51,260 51,260 -
EXCESS OF REVENUES AND OTHER
SOURCES OVER EXPENDITURES - 11,530 11,530

FUND BALANCES - BEGINNING 729 729 -

FUND BALANCES - ENDING 3 729 $ 12259 § 11,530
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City of Allegan

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCES - BUDGET AND ACTUAL - Library Fund
Year ended June 30, 2006

Variance
Amended favorable
Budget Actual (unfavorable)
REVENUES
Property taxes $ 217,450 $ 226,126 3 8,676
State grants 14,450 19,457 5,007
Contributions from local units 35,700 31,000 (4,700)
Fines and forfeitures:
Penal fines 111,000 116,616 5,616
Other 13,000 13,872 872
Investment return 3,400 3,400 2]
Other 12,200 14,708 2,506
Total revenues : 407,200 425186 17,986
EXPENDITURES
Culture and recreation 395,700 396,606 (906)
Capital outlay _ 3,000 - 3,000
Total expenditures 398,700 396,606 2,004
EXCESS OF REVENUES
OVER EXPENDITURES 8,500 28,580 20,080
FUND BALANCES - BEGINNING 203,810 203,810 -
FUND BALANCES - ENDING $ 212,310 $ 232,390 $ 20,080
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City of Allegan

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCES - BUDGET AND ACTUAL - Revolving Loan Fund

Year ended June 30, 2006

Variance
Amended favorable
Budget Actual (unfavorable)
REVENUES
Other - collections on loans $ 4,200 $ 225 $ (3,975)
EXPENDITURES
General government 750 750 -
Public works ' 40,000 - 40,000
Total expenditures 40,750 750 40,000
DEFICIENCY OF REVENUES
OVER EXPENDITURES (36,550) (525) 36,025
OTHER FINANCING USES
Transfer out - Capital Projects Fund {40,000) {40,000) -
DEFICIENCY OF REVENUES OVER
EXPENDITURES AND OTHER USES (76,550) (40,525) 36,025
FUND BALANCES - BEGINNING 79,286 79,286 -
FUND BALANCES - ENDING $ 2,736 $ 38,761 $ 36,025




City of Allegan

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES - BUDGET AND ACTUAL - Economic Development Fund
Year ended June 30, 2006

Variance
Amended favorable
Budget Actual (unfavorable)
REVENUES
Investment return $ - $ (78) § (78)
EXPENDITURES
Community and economic development 2,150 1,406 744
DEFICIENCY OF REVENUES
OVER EXPENDITURES (2,150) (1,484) 666

FUND BALANCES - BEGINNING 19,875 19,875 -

FUND BALANCES - ENDING $ 17725 § 18,391 $ 666
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City of Allegan

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES - BUDGET AND ACTUAL - Theatre Fund

Year ended June 30, 2006

Variance
Amended favorable
Budget Actual (unfavorable)
REVENUES
Charges for services $ 124750 $ 120,098 % (4,652)
Building rentals 3,000 3,156 156
Other 7,000 6,008 (992)
Total revenues 134,750 129,262 (5,488)
EXPENDITURES
Culture and recreation 135,235 129,990 5,245
Capital outlay 7,000 5,451 1,549
Total expenditures 142,235 135,441 8,794
DEFICIENCY OF REVENUES OVER
EXPENDITURES (7,485) (6,179} 1,306
OTHER FINANCING SOURCES
Transfer in - General Fund 7,485 7,485 -
EXCESS OF REVENUES AND OTHER
SOURCES OVER EXPENDITURES - 1,306 1,306

FUND BALANCES - BEGINNING 2,986 2,986 -

FUND BALANCES - ENDING $ 2986 % 4292 § 1,306
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City of Allegan

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCES - BUDGET AND ACTUAL - Cemetery Perpetual Care Fund

Year ended June 30, 2006

REVENUES
Investment return
Other - contributions

Total revenues

EXPENDITURES
General government

DEFICIENCY OF REVENUES
OVER EXPENDITURES

FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

-47-

Variance
Amended favorable
Budget Actual (unfavorable)
$ - $ 14 $ 14
8,231 248 (7,983)
8,231 262 (7,969)
9,600 9,600 -
(1,369) (9,338) (7,969)
171,736 171,736 -
$ 170,367 $ 162,398 $ (7,969)




City of Allegan

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES - BUDGET AND ACTUAL - Auditorium and Library Fund
Year ended June 30, 2006

Variance
Amended favorable
Budget Actual {unfavorable)
REVENUES
Investment return 3 - $ 431 $ 431
EXCESS OF REVENUES
OVER EXPENDITURES - 431 431

FUND BALANCES - BEGINNING 21,143 21,143 -

FUND BALANCES - ENDING $ 21,143 $ 21,574 $ 431




City of Allegan

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES - BUDGET AND ACTUAL - Capital Reserve Sinking Fund
Year ended June 30, 2006

Variance
Amended favorable
Budget Actual {unfavorable)
REVENUES
Investment return $ 600 % 3,822 $ 3,222
OTHER FINANCING SOURCES
Transfer in - Capital Asset Improvement Fund 72,000 44 553 (27,447)
EXCESS OF REVENUES AND OTHER
SOURCES OVER EXPENDITURES 72,600 48,375 (24,225)

FUND BALANCES - BEGINNING 179,493 179,493 -

FUND BALANCES - ENDING $ 252093 § 227868 3 (24,225)
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City of Allegan
COMBINING STATEMENT OF NET ASSETS - internal service funds
June 30, 2008

Motor
Vehicle and
Equipment Insurance Totals
ASSETS
Current assets:
Cash $ 166,177 $ 10,036 $ 176,213
Prepaids - 36,698 36,698
Total current assets ‘ 166,177 46,734 212,911
Noncurrent assets:
Capital assets, net of depreciation 643,757 - 643,757
Total assets 809,934 46,734 856,668
LIABILITIES
Current liabilities:
Payables 6,795 - 6,795
NET ASSETS
Invested in capital assets 643,757 - 643,757
Unrestricted 159,382 46,734 206,116

Total net assets $ 803,139 $ 46,734 $ 849873
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City of Allegan

COMBINING STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN NET ASSETS - internal service funds

Year ended June 30, 2006

Motor
Vehicle and
Equipment Insurance Totals
OPERATING REVENUES
Charges for services:
Equipment rentals $ 237563 % - $ 237,563
nsurances - 677,879 677,879
Other 395 24,510 24,905
Total operating revenues 237,958 702,389 940,347
OPERATING EXPENSES
Costs of services 175,301 - 175,301
Fringe benefits - 710,512 710,512
Depreciation 100,381 - 100,381
Total operating expenses 275,682 710,512 986,194
OPERATING LOSS (37,724) (8,123) (45,847)
NONOPERATING REVENUE
Interest revenue 1,655 2,924 4,579
CHANGE IN NET ASSETS (36,069) (5,199) (41,268)
NET ASSETS - BEGINNING 839,208 51 933 891,141

NET ASSETS - ENDING $ 803138 % 46,734 $ 849,873
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City of Alfegan

COMBINING STATEMENT OF CASH FLOWS - internal service funds

Year ended June 30, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from interfund services provided
Payments to suppliers

Payments {o employees

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition of capital assets

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

NET INCREASE (DECREASE) IN CASH

CASH - BEGINNING
CASH - ENDING

Reconciliation of operating loss to net cash
provided by operating activities:
Operating loss
Adjustments to reconcile operating loss to
net cash provided by operating activities:
Depreciation
Decrease in prepaids
Increase (decrease) in payables

Net cash provided by aperating activities
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Motor
Vehicle and
Equipment Insurance Totals
$ 237,958 $ 702,389 § 940,347
(132,895) {701,733) (834,628)
(38,589) - (38,589)
66,474 656 67,130
(71,839) - (71,839)
1,655 2,924 4,579
(3,710) 3,580 (130)
169,887 6,456 176,343
$ 166,177 $ 10036 $ 176,213
$ (37,724) % (8,123) $ (45,847)
100,381 - 100,381
- 8,809 8,809
3,817 (30) 3,787
3 66,474 $ 656 §$ 67,130
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City of Allegan
SCHEDULE OF LOAN RETIREMENT -

$1,373,796 1998 MICHIGAN ECONOMIC DEVELOPMENT CORPORATION NOTE
June 30, 2006

Fiscal

period Principal
2007 , $ 62,302
2008 62,302
2009 o 62,302
2010 62,302
2011 62,302
2012 62,302
2013 62,300

$ 436,112
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City of Allegan

SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -

$3,000,000 1998 GENERAL OBLIGATION TAX INPROVEMENT BONDS

June 30, 2006

Fiscal Interest requirements Maturity Total
period November 1 May 1 date Principal requirements
2007 $ 48,684 $ 42,964 11/01/06 $ 260,000 3 351,648
2008 42 964 36,845 11/01/07 275,000 354,809
2009 36,845 30,433 11/01/08 285,000 352,278
2010 30,433 23,533 11/01/09 300,000 353,966
2011 23,533 16,130 11/01/10 315,000 354,663
2012 16,130 8,330 11/01/11 325,000 349,460
2013 8,330 - 11/01/12 340,000 348,330
$ 206,919 $ 158,235 $ 2,100,000 $ 2465154
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City of Allegan

SCHEDULE OF NOTE RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -
$607,000 1999 INSTALLMENT PURCHASE AGREEMENT NOTE PAYABLE

June 30, 2006

Interest
Fiscal requirements Maturity Total
period August 1 date Principal reqguirements
2007 $ 15,023 08/01/06 $ 51,877 $ 67,000
2008 12,502 08/01/07 54,498 67,000
2009 0,859 08/01/08 57,141 67,000
2010 7,087 08/01/09 58,913 67,000
2011 2,114 08/01/10 88,614 90,728
3 46,585 5 312,143 $ 358,728
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City of Allegan

SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -
$360,000 2004 USDA AIRPORT REVENUE BONDS

June 30, 2006

Fiscal interest requirements Maturity Total

period July 1 January 1 date Principal requirements
2007 $ 7,208 $ 7177 07/01/06 $ 7,000 $ 21,385
2008 7,060 7,027 07/01/07 7,000 21,087
2009 6,951 6,856 07/01/08 8,000 21,807
2010 6,744 6,684 07/01/09 8,000 21,428
2011 6,575 6,513 07/01/10 8,000 21,088
2012 6,407 6,342 07/01/11 8,000 20,749
2013 © 6,273 6,170 07/01/12 8,000 20,443
2014 6,070 5,977 07/01/13 9,000 21,047
2015 5,880 5,785 07/01/14 9,000 20,665
2016 5,690 5,592 07/01/15 9,000 20,282
2017 5,531 5377 07/01/16 10,000 20,908
2018 5,290 5,163 07/01117 10,000 20,453
2019 5,079 4,949 07/01/18 10,000 20,028
2020 4,868 4,713 07/01/19 11,000 20,581
2021 4,662 4,456 07/01/20 12,000 21,118
2022 4,384 4,199 07/01/21 12,000 20,583
2023 4,131 3,921 07/01/22 13,000 21,052
2024 3,857 3,642 07/01/23 13,000 20,499
2025 3,602 3,342 07/01/24 14,000 20,944
2026 3,288 3,021 07/01/25 15,000 21,309
2027 2,972 2,699 07/01/26 15,000 20,671
2028 2,655 2,357 07/01/27 16,000 21,012
2029 2,331 1,992 07/01/28 17,000 21,323
2030 1,960 1,607 07/01/29 18,000 21,567
2031 1,581 1.221 07/01/30 18,000 20,802
2032 1,201 814 07/01/31 19,000 21,015
2033 805 364 07/01/32 21,000 22,169
2034 358 - 07/01/33 14,000 14,358
$ 123,413 $ 117,960 $ 339,000 3 580,373
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City of Allegan

SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -
$850,000 1996 WATER SUPPLY SYSTEM REVENUE BONDS

June 30, 2006

Fiscal Interest requirements Maturity Total
period November 1 May 1 date Principal requirements
2007 $ 11,417  § 11,417 05/01/07 $ 75,000 § 97,834
2008 9,355 9,355 05/01/08 75,000 93,710
2009 7,255 7,255 05/01/09 80,000 94,510
2010 4975 4,975 05/01/10 80,000 89,950
2011 2,655 2,655 05/01/11 90,000 95,310
$ 35657 % 35,657 $ 400,000 % 471,314
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City of Allegan

SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -
$650,000 2001 WATER SUPPLY SYSTEM REVENUE BONDS

June 30, 2006

Fiscal Interest requirements Maturity Total
period November 1 May 1 dafe Principal requirements
2007 $ 11,416 $ 11,416 05/01/07 $ 40,000 3 62,832
2008 10,596 10,596 05/01/08 40,000 61,192
2009 9,746 9,746 05/01/09 45,000 64,492
2010 8,756 8,756 05/01/10 45,000 62,512
2011 7,733 7,733 05/01/11 45,000 60,466
2012 6,675 6,675 05/01/12 50,000 63,350
2013 5,475 5475 05/01/13 50,000 60,950
2014 4,250 4,250 05/01/14 55,000 63,500
2015 2,875 2,875 05/01/15 55,000 60,750
2016 1,500 1,500 05/01/16 60,000 63,000
$ 69,022 $ 485,000 $ 623,044

$ 69,022
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City of Allegan

SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -
$7,200,000 2004 CAPITAL IMPROVEMENT BONDS

June 30, 2006

Fiscal Interest requirements Maturity Total
period November 1 May 1 date Principal requirements
2007 $ 163,026 $ 163,026 05/01/07 $ 230,000 $ 556,052
2008 159,576 159,576 05/01/08 240,000 559,152
20098 154,776 154,776 05/01/09 245,000 554,552
2010 149,876 149,876 05/01/10 260,000 559,752
2011 144,676 144,676 05/01/11 270,000 559,352
2012 138,601 138,601 05/01/12 280,000 557,202
2013 132,301 132,301 05/01/13 290,000 554,602
2014 125,051 125,051 05/01/14 305,000 555,102
2015 117.426 117,426 05/01/15 325,000 559,852
2016 110,114 110,114 05/01/16 340,000 560,228
2017 102,464 102,464 05/01/117 355,000 559,928
2018 93,145 93,145 05/01/18 370,000 556,290
2012 83,433 83,433 05/0119 390,000 556,866
2020 73,195 73,195 05/01/20 220,000 366,390
2021 67,475 67,475 05/01/21 230,000 364,950
2022 61,495 61,495 05/01/22 245,000 367,990
2023 55,125 55,125 05/01/23 255,000 365,250
2024 48,495 48,495 05/01/24 270,000 366,990
2025 41,475 41,475 05/01/25 285,000 367,950
2026 33,994 33,994 05/01/26 300,000 367,988
2027 26,119 26,119 05/01/27 315,000 367,238
2028 17,850 17,850 05/01/28 330,000 365,700
2029 9,188 9,188 05/01/29 350,000 368,376
$ 2,108,876 $ 2,108,876 $ 6,700,000 $ 10,917,752

Allocation by activity: Interest Principal Total
Governmental activities $1,639,852 - $ 2,885,000 $ 4,524,852
Business-type activities 2,477,725 3,545,000 6,022,725
Component Unit (DDA) 100,175 270,000 370,175
$ 4,217,752 $ 6,700,000 $ 10,917,752
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SECURITIES AND EXCHANGE COMMISSION RULE 15C2-12 CONTINUING DISCLOSURE
(UNAUDITED)




City of Allegan
Taxable Value

Fiscal Years Ended June 30, 2002 Through 2006

City of Equivalent
Allegan's Ad Taxable Value of Percent
Assessed Year of State Fiscal Valorem Property Granted Total Increase
Value as of Equalization Years Ended Taxable Tax Abatement Taxable Over Prior
December 31 and Tax Levy June 30 Value Under Act 198 (1) Value Year
2000 2001 2002 $ 102,620,764 § 21,242,480 § 123,863,253 6.21%
2001 2002 2003 114,220,256 20,800,679 135,020,935 9.01%
2002 2003 2004 122,713,077 21,218,606 143,931,683 6.60%
2003 2004 2005 136,392,872 19,106,398 155,499,270 8.04%
2004 2005 2006 142,584,135 38,375,462 180,959,597 16.37%
Per Capita Total Taxable Value for the Fiscal Year Ending June 30, 2006 (2} ...ocvvvvrnrveennnissinsisiiniiinns $39,067
(1) At the full tax rate. See “Tax Abatement.”
(2) Based on City of Allegan’s 2000 census population of 4,632.
Source: City of Allegan
City of Allegan
Total Taxable Value by Use and Class
Fiscal Years Ended June 30, 2062 Through 2006
Fiscal Years Ended june 30,
Use 2002 2003 2004 2005 2006
Agriculture $ 45372477 § 48287960 §$§ 50828951 § 53,255,111 $ 35,226,577
Commercial 25,325,526 29,076,643 31,553,955 34,558,414 48,979,493
Industrial 50,845,250 55,152,341 59,159,324 65,231,295 94,225,253
Residential 2,310,900 2,494,600 2,379,922 2,444,700 2,518,300
Utility 9,100 9,391 9,531 9,750 9,974
$ 123,863,253  § 135,020,935 § 143,931,683 § 155499270 § 180,959,597
Class 2002 2003 2004 2005 2006
Real Property $ 86,262,503 § 93,534,235 § 98,723279 §$ 105,437,736 $ 123,521,097
Personal Property 37,600,750 41,486,700 45,208,404 50,061,534 57.438,500

Source: City of Allegan

$ 123,863,253

$ 135,020,935

$ 143,931,683

$ 155,499,270

$ 180,959,597

(UNAUDITED)

-60-




City of Allegan
State Equalized Valuation
Fiscal Years Ended June 30, 2002 Through 2006

Source: City of Allegan

City of SEV of
Allegan's Property Percent
Assessed Year of State Fiscal Ad General Tax Increase
Value as of Equalization Years Ended Valorem Abatement Total Over Prior
December 31 and Tax Levy June 30 SEV Under Act 198 SEV Year
2000 2001 2002 $ 118,685,200 § 45,893200 § 164,578,400 2.35%
2001 2002 2003 130,944,200 45,449,700 176,393,200 7.18%
Per Capita Total SEV for the Fiscal Year Ending June 30, 2006 (2) .ot 544,233
(1) See “Tax Abatement.”
(2) Based on City of Allegan’s 2000 census population of 4,632.
Source: City of Allegan
City of Allegan
Total SEV by Use and Class
Fiscal Years Ended June 30, 2002 Through 2006
Fiscal Years Ended June 30
Use 2002 2003 2004 2005 2006
Agriculture $ 9,100 § 14,000 $ - 54100 % 54,100 § 65,300
Commercial 26,136,000 29,788,600 32,880,091 35,317,767 39,843,450
Industrial 76,618,600 20,935,000 93,076,196 93,359,900 90,182,700
Residential 59,503,800 63,161,700 65,584,400 68,162,962 72,276,650
Utility 2,310,900 2,494,600 2,417,000 2,444 700 2,518,300
$ 164,578,400 § 176,393,900 $ 194,011,787 $ 199339429 § 204,886,400
Class 2002 2003 2004 2005 2006
Real Property $ 121,783,500 $ 129665800 § 141,045,787 § 144,044,529 $ 147,447,900
Personal Property 42,794,900 46,728,100 52,966,000 55,334,900 57,438,500

$ 164,578,400

$ 176,393,900

$ 194,011,787

§ 199,379,429

$ 204,886,400

(UNAUDITED)
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Tax Abatement

The City of Allegan’s taxable value does not include the value of certain facilities, which have temporarily been removed
from the Ad Valorem Tax Roll pursuant to Act 198 (the Act). The Act was to provide a stimulus in the form of significant tax
incentives to industrial enterprises to renovate and expand aging facilities (“Rehab Properties™) and to build new facilities
{(“New Properties™). Except as indicated below, under the provisions of the Act, a local governmental unit (i.e., a city, village,
or township) may establish plant rehabilitation districts and industrial development districts and offer industrial firms certain
property tax incentives or abatements to encourage restoration or replacement of obsolete facilities and to attract new
facilities to the area.

An industrial facilities exemption certificate granted under the Act entitles an eligible facility to exemption from Ad Valorem
Taxes for a period of up to 12 years. In lieu of Ad Valorem Taxes, the eligible facility will pay an industrial facilities tax (the
“IFT Tax”). For properties granted tax abatement under the Act, there exists a separate tax roll referred to as the industrial
facilities tax roll (the “IFY Tax Roll”). The IFT Tax for an obsolete facility, which is being restored or replaced, is
determined in exactly the same manner as the Ad Valorem Tax; the important difference being that the value of the property
remains at the taxable value level prior to the improvements even though the restoration or replacement substantially
increases the value of the facility. For a new facility, the IFT Tax is also determined the same as the Ad Valorem Tax but,
instead of using the total mills levied as Ad Valorem Taxes, a lower millage rate is applied. For abatements granted prior to
1994, this millage rate equals % of all tax rates levied by other than the state and local schoel district for operating purposes
plus % of the 1993 rate levied by the local school district for operating purposes. For abatements granted after 1994, this
millage rate equals %% of all tax rates levied by other than the state plus none, %, or all of the state tax rate (as determined by
the State Treasurer).

The City of Allegan has established goals, objectives, and procedures to provide the opportunity for industrial development
and expansion. Since 1974, the City of Allegan has approved a number of applications for local property tax relief for
industrial firms. Most abatements have been for new industrial facilities. The SEV of properties, which have been granted tax
abatement under the Act, removed from the Ad Valorem Tax Roll, and placed on the IFT Tax Rolls, totaled $40,520,600 for
the fiscal year ending June 30, 2006. The IFT Taxes paid on these properties is equivalent to Ad Valorem Taxes paid on
$20,260,300 of taxable value at the full tax rate (the “Equivalent Taxabie Value”). Upon expiration of the industrial facilities
exemption certificates, the current equalized valuation of the abated properties will return to the Ad Valerem Tax Roll as
taxable value.
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City of Allegan
Maximum Property Tax Rates
Fiscal Year Ended June 30, 2006

Millage Millage Applicable Millage Maximum
: Classification Authorized Reduction Fraction (1) Allowable Millage
Operating 17.5000 16.4884 16.4884
Library 1.0000 9421 9421
Library (voted) 5000 4939 4939

(1) Cumnulative.
Source: City of Allegan

City of Allegan
Property Tax Rates
Fiscal Years Ended June 30, 2002 Through 2006

Levy Fiscal Year Allocated

December 1 Ended June 30 Operating Library Total
2001 2002 16.6131 4.4469 21.06
2002 2003 16.6114 1.4467 18.0581
2003 2004 16.6114 1.4467 18.0581
2004 2005 16.4834 1.4359 17.9243
2005 2006 16.4384 1.4359 17.9243

Source: City of Allegan

City of Allegan
Property Tax Collections
Fiscal Years Ended June 30, 2002 Through 2006

Collections 3

Levy Fiscal Year to March 1 Percent

December | Ended June 30 Tax Levy (1) Following Levy Collected 5
2001 2002 $ 1,704,838 §$ 1,643,130 96.38%
2002 2003 1,897,347 1,814,614 95.64%
2003 2004 2,038,425 1,940,010 95.17%
2004 2005 2,248,889 2,032,671 90.39%
2005 2006 2,542,614 2,439,932 95.96%

(1) City taxes only. Includes taxes on properties granted tax abatement under Act 198. See “Tax Abatement.”
Source; City of Allegan
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City of Allegan
Ten Largest Taxpayers
Fiscal Year Ended June 30, 2006

Taxable % of

Taxpayer Principal Product or Service Value (1) Total (2)

L Perrigo Health and beauty aids § 81,038,362 44.78%
Haworth Inc. Office systems 5,226,851 2.89%
High Point Apartments Apartments 4,542,377 2.51%
DFS-SPV-LP Utility 2,147,900 1.19%
Consumers Energy Utility ‘ 1,817,614 1.00%
J.H. Packaging Packaging 1,792,400 0.99%
Data Sales Inc. Leasing 1,296,700 0.72%
Charter Communications Cable utility 1,061,200 0.59%
Sterla Properties LL.C Apartments 1,036,200 0.57%
Village Market Inc Grocery Store 909,600 0.50%

$ 100,869,904  55.74%

(1) Includes the Equivalent Taxable Value of property granted tax abatement under Act 198, See “Tax Abatement.”

(2) Based on $180,959,597, which is City of Allegan’s Total Taxable Value for its fiscal year ended June 30, 2006. Includes
the equivalent taxable value of property granted tax abatement under Act 198. See “Tax Abatement,”

Source: City of Allegan

City of Allegan
Legal Debt Margin
As of June 30, 2006

Debt Limit (1) $ 20,488,640
Debt Outstanding $ 10,772,255
Less: Exempt Debt 885,000

9,887,255

Legal Debt Margin $ 10,601,385

(1) 10% of $204,886,400, which is the City of Allegan’s Total SEV for the fiscal year ended June 30, 2006. Includes the
SEV of property granted tax abatement under Act 198. See “Tax Abatement.”
Source: Municipal Advisory Council of Michigan and City of Allegan
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City of Allegan

Debt Statement
As of June 30, 2006
City of Allegan Direct Debt Gross Self-Supporting Net
General Obligation Issues:
Dated June 23, 2004 (Limited Tax) $ 6,700,000 § - 3 6,700,000
Dated July 29, 2003 (Limited Tax) 339,000 - 339,000
Dated June 1998 (Limited Tax) 312,143 - 312,143
Dated February 1, 1998 (Limited Tax) 2,100,000 - 2,100,000
Subtotal 9,451,143 - 9,451,143
‘Water Revenue Bonds:
Dated May 1, 2001 485,000 485,000 -
Dated April 1, 1996 _ 400,000 400,000 -
Subtotal 885,000 885.000 -
MEDC Loan Agreement:
Dated October 1, 1997 436,112 - 436,112
Subitotal 436,112 - 436,112
Total $ 10,772,255 % 885,000 § 9.887,255
Per Capita Net City of Allegan Direct DEbt (1) ..ovcoreererenesesesrisierseesseeeeeceeeeeeeeeseeeeeeenssrsssssesssenneneese 32,135
Percent of Net Direct Debt to Total SEV (2) ..o coree e ieieecresitevass s et emes e et smsssnseresssnsssatssseneemrns 4.83%
City Share
As Percent
Overlapping Debt (3) Gross of Gross Net
Allegan Public Schools $ 43,886,513 31.91% $ 14,004,186
Allegan Intermediate School District 330,000 6.11% 20,163
Allegan County 10,468 430 3.95% 413,503
Totals § 54684943 $ 14437852
Per Capita Net Overlapping Debt (1).... OO UOUPTOTOUPTUTSVRSBNRIUE. . 10 I
Percent of Net Overlapping Debt to Total SEV (2) .............................................................................................. 7.05%
Per Capita Net Direct and Overlapping Debt (1) . ..u oottt eeeeessnenens $5,252
Percent of Net Direct and Overlapping Debt to Total SEV (2)..ccvvcnivinsieienenvecessvseessssssseresssereeeneessnsesessneee 11.87%

(1) Based on City of Allegan’s 2000 census population of 4,632,

(2) Based on $204,886,400 which is City of Allegan’s Total SEV for the fiscal year ended June 30, 2006, Includes the SEV
of property granted tax abatement under Act 198. See “Tax Abatement.”

(3) Overlapping debt is the portion of another taxing unit’s debt for which property taxpayers of City of Allegan are liable in
addition to debt issued by City of Allegan.

Source: Municipal Advisory Council of Michigan and City of Allegan
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